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OATH OR AFFIRMATION

I Ralph Worthington, IV ., swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Gilford Securities Incorporated as
of _ December 31 , 2006 , arc true and correct. | further swear {or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:
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Chief Executive Officé

Title

._]

his report ** cghtaing/{check all applicable hoxes):

(a) Facing

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

{d} Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders® Equity or Partners™ or Sole Proprietors’ Capital.

(f} Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(z) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

{k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n} Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(2)(3).
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Citrin Cooperman & Company, LLP

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Gilford Securities Incorporated

We have audited the accompanying statement of financial condition of Gilford Securites Incorporated
(the "Company"} as of December 31, 2006, and the related statements of income, changes in
shareholders' equity, and cash flows for the year then ended, that you are filing pursuant to Rule 17a-5
under the Securities Exchange Act of 1934. These financial statements are the responstbility of the
Company's management. Our responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes consideration
of internal control over financial reporting as a basis for designing audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit
also mncludes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and sigmficant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Gilford Securities Incorporated as of December 31, 2006, and the results of its
operations and its cash flows for the year then ended, in conformity with accounting principles generally
accepted in the United States of America.

Qur audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in the supplemental schedule {(computation of net capital - page
13} is presented for purposes of additional analysis and is not a required part of the basic financial
statements, but is supplementary informaton required by Rule 17a-5 under the Securities Exchange Act
of 1934. Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, 1n our opinion, is fairly stated in all material respects in relation to the basic

financial statements taken as a whole.
@Qﬂ&@ﬁw &_Q,W ,u..?
CERTIFIED PUBLIC ACCOUNTANT; E

New York, New York
February 16, 2007

529 FIFTH AVENUE, NEW YORK, NY 10017 » (212) 697-1000 » FAX (212) 697-1004
e-mail: info@citrincooperman.com




GILFORD SECURITIES INCORPORATED
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 20006

ASSETS

Cash and cash equivalents

Receivables from clearing broker-dealers
Marketable equity securities owned, at market value
Due from affiliate

Propetty and equipment, net

Securities not readily marketable

Other assets

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities;
Matketable equity securities sold, not yet purchased, at market value
Accrued expenses
Defetred tax liabihity
Accrued income taxes

Total liabilities
Commitments and contingencies (Notes 4 and 8)

Shateholders' equity:
Common stock, $.005 pat value; 50,000 shares authorized,
9,332 shares issued and outstanding
Additional paid-in capital
Retained earnings

Total shareholders' equity
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

See accompanying notes to financial statements.
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$ 144,946
1,358,686
7,540,317

6,000
524,974
300,379
218,878

$ 10,094 180

[ ———— ]

$ 118 584
2,025,831
84,000

204,017

2,432.432

———— e

46
2,794 377
4.867,325

7,661,748
$ 10,094,180
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GILFORD SECURITIES INCORPORATED
STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2006

Income:
Commission Income 3 16,963,020
Trading 1,336,888
Interest income 1,554,080
Investment banking and corporate finance fees 3,794,605
Other income 362,626
Total income 24011219
Operating expenses:
Salaties and employee benefits 14,343,018
Occupancy costs and equipment rental 1,115,346
Professional fees 944,727
Communicatons 818,356
Insurance 580,513
Clearance fees, floor brokerage and commussions 508,516
Other operating expenses 330,183
Travel and entertainment 170,722
Depreciation 142,041
Office expense 195,628
Total operating expenses 19,149,050
Income before provision for income taxes 4,862,169
Provision for mcome taxes 2.097.000
NET INCOME $ 2,765,169

See accompanying notes to financial statements.
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GILFORD SECURITIES INCORPORATED
STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2006

Additional
Common stock paid-in Retained
Shares  Amount capital earnings Total
Balance - January 1, 2006 10,580 §$ 52 § 1,506,901 $ 5,291,868 § 6,798,821
Dividends - - - (997,266) (997,2606)
Common stock purchased and retired  (3,460) (17)  (151,657)  (2,192,446)  (2,344,120)
Common stock issued 2,212 11 1,439,133 - 1,439,144
Net income - - - 2,765,169 2,765,169
BALANCE - DECEMBER 31,2006 __ 9332 $___ 46 $_2794377 $_4867325 §_7.661,748

See accompanying notes to financial statements.
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GILFORD SECURITIES INCORPORATED
STATEMENT OF CASH F1.OWS
FOR THE YEAR ENDED DECEMBER 31, 2006

Cash flows from operating activities:
Net ilncome

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation
Loss on disposal of fixed assets
Deferred tax benefit
Changes in assets and liabilities:
Receivable from cleating broker-dealer
Marketable equity securities owned, at market value
Other imnvestments
Accrued expenses
Accrued income taxes
Marketable equity securities sold, not yet purchased, at market value

Net cash provided by operating activities

Cash used in investing activities:
Purchase of property and equipment

Cash flows from financing activities:
Decrease in due from affiliates
Common stock repurchased and retired
Proceeds from sale of common stock
Dividends paid

Net cash used in financing activities
Net decrease in cash and cash equivalents

Cash and cash equivalents - beginning
CASH AND CASH EQUIVALENTS - ENDING

Supplemental disclosure of cash flow information:
Income taxes paid

Noncash financing activities:
Dividend paid to shareholders in the form of marketable securities

See accompanying notes to financial statements.
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$ 2,765,169

142,041
61,268
(14,000)

2,842,587
(3,760,613)
35,205
(509,024)
(61,847)
98,584

1,599,370

——

(80.697)

97,050
(2,344,120)
1,439,144
(792.450)
(1.600.376)
(81,703)
226,649

——— e ——

$ 144 946

—_——

2,029,181

$%E===—‘-—_.-—ﬂ

$ 204816
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NOTE 1.

GILFORD SECURITIES INCORPORATED
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Organization

Gilford Securities Incorporated (the "Company") is a broker-dealer registered with the
Securities and Exchange Commission ("SEC") and is a member of the National
Association of Securities Dealers. The Company was formed on September 24, 1979.
The Company operates under the provisions of Rule 15¢3-3 of the SEC and, accordingly,
is exempt from the remaining provisions of that rule. The Company provides brokerage
setvices to both institutional and individual investors and, as required by Rule 15¢3-3,
clears its securities transactions on a fully disclosed basis through a clearing broker-dealer.
The clearing broket carties all of the customer accounts and maintains and preserves all
related books and records. The Company also conducts underwrnting and corporate
finance activities.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
gencrally accepted in the United States of America requires the Company's management
to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenue and expenses during the reporting
period. Actual results could differ from those estimates.

Securities Transactions
Principal transactions are recorded on a trade-date basis.

Amounts receivable and payable for securities transactions that have not reached their
contractual settlement date are recorded net on the statement of financizl condition.

Marketable securities are stated at fair value as determined by quoted market prices.
Securities not readily matketable are valued at fair value as determined by management.

Revenue Recognition

Commission revenues associated with transactions in securities are recorded on a trade-
date basis. Investment banking revenues include fees atising from securities offerings in
which the Company acts as an underwriter or agent, net of syndicate expenses, along with
fees earned from providing financial advisoty setvices. Investment banking fees are
recognized at the time the transaction is consummated. Corporate finance revenues
represent fees earned from private placements offerings. Corporate finance fees are
recorded as revenue when the related service has been rendered and the client is
contractually obligated to pay.

Cash and Cash Equivalents

Cash and cash equivalents consist primarily of cash on deposit, money market accounts,
and investment grade commercial paper that are readily convertible into cash and
putchased with maturities of three months or less.




NOTE 1.

NOTE 2.

NOTE 3.

GILFORD SECURITIES INCORPORATED
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Concentration of Credit Risk

Concentration of credit risk arises from balances that from time to time exceed the
Federal Deposit insurance limit of £100,000.

Deferred Taxes

Deferred tax assets and labilities are recognized for the future tax consequences
attributable to differences between the financial statement catrying amounts of assets and
liabilities and their respective tax bases. Deferred tax assets and liabilities are measured
using enacted tax rates expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled. Temporary differences
relate primarily to provisions established for depreciaton and amortization for income
tax purposes and not financial reporting purposes. The effect on deferred tax assets and
liabilities of a change in tax rates is recognized in income in the period that includes the
enactment date. Deferred income tax expense represents the change during the period in
deferred tax assets and liabilities. Valuation allowances are established, when necessary, to
reduce the deferred tax assets to their estimated net realizable value.

Property and Fquipment

Property and equipment ate catried at cost. Expenditures for maintenance and repairs
are expensed currently, while renewals and betterments that materially extend the life of
an asset are capitalized. The cost of assets sold, retired, or otherwise disposed of, and the
related allowance for depreciation, are eliminated from the accounts, and any resulting
gain or loss is recognized. Depreciation 1s provided on a accelerated basis over the
estimated useful lives of the assets, which range from five to seven years. For leasehold
improvements, depreciation is provided over the shorter of the life of the asset or the
term of the related lease.

INVESTMENTS IN SECURITIES

At December 31, 2006, the Company held approximately $7,100,000 in a municipal
money market security, which represents approximately 70% of the Company's total
assets.

PROPERTY AND EQUIPMENT
Property and equipment consisted of the following at December 31, 2006:

Furniture and fixtures ] 601,186
Leasehold improvements 155,370

756,556
Less: accurnulated depreciation (231,582)
Property and equipment, net ) 524,974

Depreciation expense for the year ended December 31, 2006, amounted to $142,041.




NOTE 4.

NOTE 5.

NOTE 6.

GILFORD SECURITIES INCORPORATED
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

CONTINGENCIES

The Company is involved in certain claims that are currently in the process of being
arbitrated. The Company's ulimate exposure if these items are decided unfavorably 1s not
determinable; however, based upon its evaluation of this matter, management believes
that the ultmate resolution of these matters will not have a material adverse effect on the
Company's financial condition.

In addition, the Company is subject to various proceedings arising during the ordinary
course of operations. Management believes that the ultimate resolution of these matters
will not have a material adverse effect on the Company's financial condition.

INCOME TAXES

The following is a summary of the Company's income tax provision recorded for the year
ended December 31, 2006:

Current:
Federal $ 1,416,000
State and city 695,000
Total current 2.111.000
Deferred:
Federal (8,000}

State and city (6,000)

Total deferred (14.000)
Total tax provision $ 2,097,000

e

The above provision for income taxes differs from the amount calculated by applying the
statutory federal rate to pretax income principally because of state and local income taxes
(net of the related federal tax benefit).

Deferred income taxes are provided for the net tax effects of temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and
the amounts used for income tax purposes. The principal temporary difference is for
depreciation for income tax purposes, which is different than amounts computed for
financial reporting purposes.

NET CAPITAL REQUIREMENTS

The Company is subject to the SEC's Uniform Net Capital Rule (SEC Rule 15¢3-1),
which requires the maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. As of
December 31, 2006, the Company was in compliance with these requirements. At
December 31, 2006, the Company had net capital of $6,395,676, which exceeds the
Company's minimum net capital requirement of $250,000. The Company's ratio of
aggregate indebtedness to net capital was 0.35 to 1 as of December 31, 20006.




NOTE 7.

NOTE 8.

NOTE 9.

GILFORD SECURITIES INCORPORATED
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

RELATED-PARTY TRANSACTIONS

The Company and other entities affiliated with certain principal shareholders of the
Company, share office space, personnel and other administrative expenses. Substantially
all of these are borne by the Company.

During the year ended December 31, 2006, the Company loaned $3,000 to an enuty
affiliated with certain of its principal shareholders. At December 31, 2006, the Company
is owed $6,000 from the affiliated entity. The Company was also repaid $103,050 from
affiliated entities during the year ended December 31, 2006.

LEASE COMMITMENTS

The Company leases its main office and other sales offices under non-cancelable leases
expiring through December 2015. At December 31, 2000, future minimum annual lease
commitments under all operating leases are as follows:

Year ending December 31:

2007 $ 835,656

2008 844,879

2009 855,151

2010 645,299

2011 635,315

Thereafter 2.098.400
$_5914700

Rent expense amounted to $982,184 for the year ended December 31, 20006.

In addition to basic rent, the Company is obligated for the payment of escalaton costs
and additional costs as required under the terms of the leases.

EMPLOYEE BENEFITS

The Company sponsors a 401(k) retirement plan for the benefit of partcipating
employees. The plan covers all employees meeting certain eligibility requirements. The
Company is undet no obligation to make contributions to the plan. There was no charge
to operations under the plan for the year ended December 31, 2006.

The Company is ptimarily self-insured, up to certain limits, for employee group health
claims. Operations are charged (1) with the cost of claims reported and (2) an estimate of
claims incurred but not reported. A lability for unpaid claims, including mcurred-but-not-
reported losses, is determined by management and is reflected in the statement of
financial condition as an accrued lability. The determination of such claims and expenses
and the appropriateness of the related liability is continually reviewed and updated.
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NOTE 10.

NOTE 11.

NOTE 12.

GILFORD SECURITIES INCORPORATED
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

CLEARING AGREEMENT AND REBATED FEES

‘The Company has a clearing agreement with a clearing broker, under which clearing and
other related services are provided to the Company. Pursuant to the agreement, the
Company is entitled to certain rebates and other credits, as defined.

FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET CREDIT RISK

As a securities broker-dealer, the Company is engaged in buying and selling securiues for
a diverse group of institutional and individual investors. The Company's transactions ate
collateralized and are executed with and on behalf of banks, brokers and dealers, and
other financial institutions. The Company introduces these transactions for clearance to
another broker-dealer on a fully disclosed basis.

The Company's exposure to credit risk associated with non-performance of customers in
fulfilling their contractual obligations pursuant to securities transactions can be directly
impacted by volatile trading markets, which may impair both the customers' ability to
satisfy their obligations to the Company and the Company’s ability to liquidate the
collateral at an amount equal to the otiginal contracted amount. The agreement between
the Company and its cleating broker-dealer provides that the Company is obligated to
assume any exposure telated to such nonperformance by its customers. The Company
seeks to control the aforementioned tisks by tequiring customers to maintain margin
collateral in compliance with various regulatory requirements and the clearing broker-
dealer's internal guidelines. The Company monitors its customer activity by reviewing
information it receives from it cleaning broker-dealer on a daily basis and by requinng
customers to deposit additdonal collateral or reduce positions when necessary.

SHAREHOLDERS' EQUITY

Pursuant to the terms of a shareholders agreement, in the event of a shareholders'
termination of employment with the Company, or the death of a shareholder, for a
period of 60 days the Company may redeem all or any part of the common shares owned
by such shareholder. The amount to be paid is based on the Company's shareholders'
equity per share, as defined in the agreement. If the Company elects not to purchase the
shares, then for a period of 30 days an affiliate has the same rights with respect to the
shares. If neither the Company nor the affiliate elect to purchase the shares, then
commencing on the eatlier to occur of 105 days after (1) the employees' termination or
(2) the date the Company obtains actual notice of the death of a shareholder, for a period
of 30 days the shareholder (or his or her representative) has the right, after notice to the
Company, to require the Company to purchase such common shares based on a
calculation of shareholders' equity per share, as defined in the agreement.

During 2006, the Company purchased 3,460 shares of common stock from shareholders
for total consideration paid of approximately $2,350,000.

In addition, during 2006 the Company sold and issued 2,212 shares of common stock for
total proceeds of approximately $1,440,000.

During 2006, the Company paid to its sharcholders a dividend of marketable securities
valued at $204,816 and cash dividends of $792,450.
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NOTE 13.

GILFORD SECURITIES INCORPORATED
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

SUBSEQUENT EVENTS

On January 1, 2007, the Company's board of directors declared a $75 per share cash
dividend for shatcholders on record as of January 1, 2007, which was paid on January 2,
2007. The total amount of this dividend was $699,900.

On January 1, 2007, the Company's board of directors approved a 2-for-1 stock split,
which reduced the par value of its shares to $.005 and increased the authorized number
of shares to 50,000. All references in the financial statements and notes to financial
statements to the number of shates and par value have been restated to give retroactive
recognition to the stock spht.

12
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GILFORD SECURITIES INCORPORATED
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2006

Net capital:
Capital and allowable subordinated liabilities:

Total sharcholders' equity $§__ 7,601,748
Deductions:
Non-allowable assets:
Property and equipment (524,974)
Due from affiliates (6,000)
Securities not readily marketable (300,379)
Other assets {218 878)
Total non-allowable assets (1,050,231)
Other deductions:
Haircuts on marketable securities (215.841)
Total deductions (1,266,072
NET CAPITAL §___6395676
Aggregate indebtedness:
Accrued expenses $___2229848
Computation of basic net capital requirement:
Minimum net capital requirement of 6 2/3% of aggregate indebtedness $ 148,656
Minimum net capital required $ 250,000
Excess net capital $___ 6145676
Excess net capital at 1000% b 6,172,691
Ratio: aggregate indebtedness to net capital __ 03501

Reconciliation with the Company's computation (included in Part II of Form x-17A-
5 as of December 31, 2006)

Net capital as teported in Company's Part 11 (unaudited) FOCUS report $ 6,350,706
Net effect of audit adjustments related to:
Operating expense accruals 26,416
Tax accrual 18,554
NET CAPITAL, AS ADJUSTED §___6.395.676

See independent auditors' report.
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Citrin Cooperman & Company, LLP

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17A-5

To the Board of Directors
Gilford Securities Incorporated

In planning and performing our audit of the financial statements and supplemental schedule of Giiford
Securities Incorporated (the "Company") for the year ended December 31, 2006, we considered the
Company’s internal control over financial reporting as a basis for designing audit procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we
express no such opinion.

Also, as requited by Rule 17a-5(g)(1) of the Securities and Exchange Commission ("SEC"), we have
made a study of the practices and procedures followed by the Company (including consideration of
control activities for safeguarding securities). This study included tests of such practices and procedures
that we considered relevant to the objectives stated in Rule 17a-5(g) in making the periodic computations
of aggregate indebtedness (or aggregate debits) and net capital under Rule 17a-3(a)(11), and for
determining compliance with the exemptive provisions of Rule 15¢3-3. Because the Company does not
carry securities accounts for customers or perform custodial functions relating to customer securities, we
did not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly sccurities examinations, counts, verifications, comparisons, and

recordation of differences required by Rule 17a-13.

2. Complying with the requirements for prompt payment for securties under
Section 8 of Regulation T of the Board of Governots of the Federal Reserve
System.

3. Obtaining and maintaining physical possession or control of all fully paid and

excess matgin securities of customer as required by Rule 15¢3-3.

The Company's management is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph, and to assess whether those
practices and procedures can be expected to achieve the SEC's above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with
reasonable, but not absolute, assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition, and that transactions are executed in
accordance with management's authorization and are recorded properly to permit the preparation of
financial statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.
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Because of inherent limitations in internal control or the practices and procedures referred to above,
error or fraud may occur and not be detected. Also, projection of any cvaluation of them to furure
petiods is subject to the risk that they may become inadequate because of changes n conditions or that
the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management ot
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authonze, record, process, or
repott financial data reliably in accordance with generally accepted accounting principles, such that there
is more than a remote likelihood that a misstatement of the entity's financial statements that is more than
inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the Company's internal control.

Our consideration of internal control was for the purposes described in this report and would not
necessarily disclose all matters in internal control that might be significant deficiencies or material
weaknesses. However, we noted no matters involving internal control, including control activities for
safeguarding securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accotdance with
the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do
not accomplish such objectives in all material tespects indicate a material inadequacy for such purposes.
Based on this understanding and our study, we believe that the Company's practices and procedures were
adequate at December 31, 2006, to meet the SEC's objectives.

This report is intended solely for the information and use of the board of directors, management, the
SEC, the National Association of Securities Dealers, Inc., and other regulatory agencies that rely on Rule
17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers
and is not intended to be and should not be used by anyone other than these specified parties.

CERTIFIED PUBLIC ACCOUNTAN

New York, New York
February 16, 2007
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